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SUBJECTs TERMSS OF RLFERENCEs SB-37: PROBADLE ETFECTS OF
VARIOUS POSSIBLE COURSES OF ACTION WITH RTSPECT
TO COTUNIST QIINA

THE PROBLEA!

1. To examine the current status and effectiveness of controls
on traie with Commmnist China, to examine the s2ort and long tern
effects on the capabilities of the Chinese Cormmunist regime ofs
(a) a complete embargo; (b) a naval blockade, alone or combined with
bombardment of transportation facilities in Communist China; and
(¢) a Chinese Nationslist effort at blockade and aerisl bombardment .®

% The means by which such courses of action could be irplemented 1s
beyond the scope of this paper. Whether or not such courses would
be politically feasible or even desirable in the light of thoir
economic repercussicng on the non-Communist world is also beyond
the scope of this estimate.
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2. To estimate Communist reactions to these mecasures.

(fote to the contributors: e terms of reference fallow
closely the form and outline of SE-27 and are given here in full.

It is susrested that the terms of reference be checked against §
the text of SE-27 and that in paragraphs or scctions of SE-27 where o
there 1s no chanpe, the contribution merely refers to pertinent

paragraphs of SE-27. ¥inor changes should also be indicated.

Complete terms of reference are necessary in order to clearly

define the scope of the paper, but it is hoped that by following

the precedure above research may be restricted to the areas in
which new information is available, )

QUESTIONS BEARING ON THE PROELIM

0/RR 1. WIIAT IS THE EX"‘M QF PRE.:EI!T CMR(LS ON TRADE YJITH cozwms'r
check with ) ©
OIR and ONI

OIR,ONI  II.
O/RR

Ao Vhat has been the effect of trade controls on Comunist
Chinats ability to import?
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OIR,ONT 1. Vhat sea-borne imports (including estimates of
ssugpling) has Commmnist China received since
controls ware firet spplicd, with epecial reference
%o the current volums end composition, and to trends
since the publication of SE-277 (June 1952)

OIR,ONI 2. Yhat reductions in Commmist China's sea-borne imports
from non-Commmist countries have occurred since the
imposition of the present control measures, with
special reference to the period since the publication
of SE=277

OIR,0/RR 3. To what extont have Soviet Bloc shipments to Coummunist
China offset these reductions? Estimate the composition
and volume of Soviet Bloc trade with Communist China
with special reference to current volume and corposition,

and to trends since the publication of SE-27?

B, What has been the effect on Communist China's economy of
the changes in level and pattern of imports that have
occurred since the imposition of present trade controls?
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OIR,0/RR

OIR,0/RR

OIR

Defense C.
OIR Do
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1. Vhat industries have been affected, and to what extent?
Yhat 8 the importsnce of these industries to the
Chinese Commmist war effort in Korea? What is the
importance of these industries to the stability and
development of the Chinese Commnist economy?

2. Vhat has becn the effcct on transportation? That
repercussions have transportation difficulties had?

3. Have there been any significant eflects in the none
industrial serments of the economy such as [inance
and agriculture?

What has been the effect of the economic dislocations
covered in (B) above upon Commmist China‘'s military
capabilities, especially in Korea?

“hat has been the effect of the economic dislocations
covered in (B) above upon the sbility of the repgime to
maintain political control in China?

SECRTT
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The imposition of a totel esbargo by the entire non-Commmnist
world would presumsbly extend to both trale and shipping.
The implemsutation of such an ecbargo would presumsbly -
include measures to prevent the tranafer or charter of
non-Comsmist, shipping to Commnist China, the denisl
JWZMWMNMtMoI
aMp-bomdtorcmnmcmnmtporu,'mmm
shipment of nob-Commmist goods directly or indirectly
to Compunist China from other countries in the Soviet
Bloo. Bydsﬁﬁtm.mchanmwwldcntoﬁ
Commurdst, Chinats trade (exoept smggling) with all
countrise cutsids the Soviet Hloc.

A. TUhat would be the effects of a completec econocmic
ezbargo on Commmnist Chine's treds pattern over the
next year?
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OIR,0/RR 1,
o/RR 2.
OIR,0/RR 3.

SECRBT

¥hat 18 the probable amount and composition of trede
with non-Hloc sreas that would be wmirr_ (Retinate. :
the snount. and compoeition of Commumist China's
munho‘mmmmmm the next yem
saming a cobtimation of the present controls,)

thmuhcmiﬁmmmwdcm
China's imports from the rost of the Soviet Koo
(a) by sea? (b) by land? That upper limits would
be imposed by transpartation shortages? Vhab
eocnonlc strains would bs placed on the Soviet Bloo

© 4f 1t attempted to provide Commurist China with both

1ts military snd ainimum econcmic requiremente? If
1t attewpted to provide Commmist China with suffis
cieutmumtonm*tammmot
the Chinese Comsmiist eooncmy? Could the USSR pro-
vide asoistarics on this scale without sericus effects
on its own planned economic development?

Vhat would be the net change in Commmist China's
external trade pattern. |
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QIR

OIR

OIR,0/RR

OIR

OIR,0/RR
Defense

C»

SECRET

low would this change of trade patiern affect Commnist China's
economy?

1. Vhat would be the offecﬁa on tiee industrial serment of
Commuist China's econoty? Uhat is the importance of
the effected industries to the war effort in Korea,
to tho Chincse Commmmist econony as a whole?

2. TWhat would be the effects on transportation? Vhat
would be the repercussions of these effects to the

rest of the economy?

3. What would be the effects in other sectors of the

econorly such as fiscal and agriculture?

L. What is the ability of the Chinese Comrnnist econory
to replace the "lost" commodities from domestic
souroés? That would be the diffused effects of
shortages and of altering production patterns so
that these items would be produced donestically?

What would be the effects on Chinese Commnist military
capabilities with special reference to their ability to

sustain operations in Korea?
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OIR D,
OIR’ Eo
all agencies
OIR, F.
all agencies
All azencies G,

SECRET

1, Would there be ay cut-back in minitions production?
In civilian type goods used by the Army?

2. Would there be any effect on the ability to transport
troops and to provide militory loristical support?

That would bo the extent and nature of the effects of a
complete econoric erbargo on the regime's ability to
maintain political control on the Chinese mainland?

What effect might a complete economic embargo have on
econordc, political, and military relations between the
Chinese Communists and the UGSR?

That would be the effect of a complete economic embargo
naintained over an extended period of time - 2 to 5 years-
on Commmist China's military capsbilities and over-all
economic and political strength? (Answer generally in
terns of B through E above.)

Vhat factors would tend to prevent fnll enforcenent of
an economic enrbargo? To what extent would these factors

reduce the effectiveness of an crbarpgo?

SECRYT
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A.  Assuming that s maval blocksde would cut off substantislly
all of Communist China's sea-borne imports, to what extent
omdanlmotﬁuu@wuumupby‘.cmzm
overland aports fron the Sovist Hloc?

1.

.2.

3.

What 1mmm would be placed on this trade by
the céptwitw of land transportation to Communist
chioa? | .

That limitations would be pleced on this trade by the
curvent éapacity of inldnd rsnsportation within
Yenchuria and elsewhire in Comwinist China? Vhat 1s
the capebllity of Communist China ‘to inc
capacity umnder conditione of a blockade?

Bloc if it attempted to rrovids Communist
both its mitary and minimss economic 1 aments?
If 1t attempted to provide Commnist China with
sufficient assistance to support a gradual

T ‘9-
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1.'
4

A1X apencies 2. mmltuvcapabmmd'theregim,npecimy

vithnfmmtonsnbuityto austamnntary

mhbm;

3 m'a .uuw to ud.ntdn poliﬁ.ca‘l mﬂ'ol
am th- Mmu poopu;

ks Ocomsmist tmu'i ponma. econonﬂ.c, and uumy
mmm with the USSR?

D, ﬁamuMmmw,mmeiod
d‘ftim-'zﬁogyamc'

1. mnldtheus&ﬂtwdm;mmmium
assistance tocmusu:unar )

OIR,0/HR 2, mwmuwimmwmuw

sectar of the Chinese Commmist economy? In the
monetary end fisoal situation? In transportation?
In sgricultural prodaction and distribution? 0o the
over-xll economic, pulitival, and military strength
of tha regime?

3. that mld be the probable trend in emnond.c, polite.
ical, ad mutwnhmmummmsamd
Commurist China?
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Ve mummmmm‘msor

HBARDII!G TRAHSPORTATION FAGIT.'I’HES

A2 A, Have there been sny changes in critical transport targete
within Commnist China as listed in paragraph 50 of SE-277

Defense B. Vhat would be the effect on Commmist China's sbility to
sustain militery opérations in Korea of successful and
sustained air bombardment of such targets?

OIR C. What would be the economic end political effects on
Commindst China of ancceesful bombardment of such
tarpets?

A2 D. What are Commmist capabilities to resist air bombardment

of such tﬁrgets?

[ONT A. TVhat are the capabilities of the Chinese Nationalists to
prevent ocean shipping from entering Chinese Communist
ports? To interferewith coastal trade?
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B. That are the cspadilities of the Chinese Nationaliste to
condact alr strikes sgainst lines of comminication on the
China mainlond?

ONT,A-2 C. What wre the capabilities of the Chineee Rationalists

to utilise additional air and naval equipment to
augment their capabilities for tlockeding the Chine
coast and interfering with inland lines of commnication,

VII. AT WOULD BE TME PRODABLE COMNINIST REACTION T0r

1.
2.
3.

b

A complete soonomié pnbargo?

A navel tWlooksde?

A naval blockade and sn air bonberdment of inlend
lines of ccmmmicatdon?

A naval blockade and air bombardment by the Chinese
Naticnaliste slone?

-u-
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